Venture capital investments in Michigan companies in 1996 by Petersen, Timothy B.
 
Ross School of Business at the University of Michigan 




TERM  : Winter 1997 
 
 
COURSE  : FIN 750 
 
 
PROFESSOR : Mary Campbell 
 
 
STUDENT  : Timothy B. Petersen 
 
 
TITLE : Venture Capital Investments in Michigan Companies in 1996 
VENTURE CAPITAL INVESTMENTS IN 
MICHIGAN COMPANIES IN 1996 
by 
Timothy B. Petersen 
A research paper submitted in fulfillment of the requirements for 3 credits, 
GRADUATE INDEPENDENT RESEARCH PROJECT Winter Term 1997, 




Recent studies have indicated that the state of Michigan's venture 
capital industry lags behind the rest of the midwest and the nation.1 For 
example, Illinois has 37 active venture capital firms, while Michigan only has 
one.2 The amount of venture investment in Michigan firms clearly exceeds 
the amount of financing available from Michigan venture capitalists, 
however, indicating that a number of out-of-state venture firms are active in 
Michigan. Utilizing a number of data sources that track venture investment, 
this paper identifies Michigan firms that received venture capital in 1996. 
These data sources indicate that 19 Michigan firms received approximately 
$66 million in funding from 24 venture capital firms in 1996.3 
The remainder of this paper describes the various data sources that 
collect and report venture capital investments and summarizes information 
on Michigan investments for 1996. The appendix to this report provides 
1 Governor Engler's Venture Capital Task Force. Michigan Private Equity 
Strategy, January 1995. 
2Bradford Benz, "Critical Success Factors for Venture Capital in Michigan, " 
page 3. 
3This paper represents one of my independent study activities for Ms. Mary 
Campbell, adjunct Professor of Corporate Strategy and General Partner, 
Enterprise Development Fund. My other activities involved conducting due 
diligence on specific firms in the state of Michigan. Given the confidential 




• Security Data Corporation. Located in New Jersey, this firm is known 
for providing industry statistics to the Venture Capital Journal. SDC 
was reluctant to release information on Michigan investments; thus, 
no data frorn this source is included here. 
Finally, Paul Rice of the State of Michigan, Alternative Investments Division, 
provided specific information on three deals executed by the state.4 
Venture Capital Investments in Michigan 
Based on GNP and civilian employment, Michigan's economy is the 
8th largest in the nation. Relative to the size of total economic activity, the 
amount of venture capital investment is rather small, however. For 
instance, Coopers & Lybrand's Money Tree database ranks Michigan 32nd in 
total venture capital investment in 1996, down from 19th in 1995 (see Exhibit 
1).5 
4 I was unable to confirm if the investments provided by Mr. Rice were part of 
a syndicate or stand-alone State of Michigan investments. If the latter, they 
should be excluded from the results presented below. Excluding them would 
not affect the summary statistics presented in the first paragraph of this 
report. 
5 Coopers reports the total investment in Michigan companies at $39.6 
million in 1996, as compared to the $66 million figure provided in this report. 
At $66 million, Michigan would rank 26th in the Coopers survey. 
5 
Exhibit 2 summarizes data collected all sources on investments in 
Michigan companies, including information on the business, the location, 
the characteristics of the investment and the source(s) of the data. It is 
interesting to note that for a number of the firms listed in Exhibit 2, only one 
of the two major data sources (Price Waterhouse or Venture Source) has 
included the investment in their database. The most active venture firms in 
the state are Enterprise Development Fund (four investments in 1996) and 
CID Venture Partners (three investments in 1996). Further, a number of large 
buyouts were executed by firms outside of the state; for example, TA 
Associates (Boston, MA) executed a $15 million buyout of Unique 
Instruments, Inc. In total, buyouts accounted for $28 million of the $66 
million invested in Michigan firms in 1996. Seed/Startup investments also 
totalled $28 million in 1996. 
6 
Exhibit 1 
VENTURE CAPITAL INVESTMENTS BY STATE 





DETAILED INFORMATION ON VENTURE CAPITAL DATABASES 
Price Waterhouse Venture Capital Survey. This survey, sponsored by 
the Price Waterhouse Technology Industry group, tracks venture capital 
investments in U.S. companies on a quarterly basis. Copies of the report, 
distributed free of charge, can be obtained by contacting Don McGovern at 
(408) 282-1288. Additional information on the scope and methodology is 
available from Kirk Walden at (214) 754-8927. 
The easiest way to access summary information from the survey is via 
Price Waterhouse's web page: http://www.pw.com/vc. This web page 
contains summary information (e.g., total investments by particular industry) 
as well as firm-specific information from the last quarter. An example of the 
format for a particular firm is provided in Exhibit 3. The only way to access 
firm-specific information from this database for an entire year is to use the 
San Jose Mercury News web page, which contains the raw data from the Price 
Waterhouse survey organized by company by zip code.6 The web page which 
contains this information is: 
http://cgi.sjmercury.com/business/venture. 
6The San Jose Mercury News publishes a regular feature on venture capital 
investment, given the high level of venture investment in Silicon Valley. 
They regularly report the results of the Price Waterhouse survey. 
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Exhibit 3 
EXAMPLE OF THE PW QUARTERLY REPORTS 
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Security Data Corporation. This firm, based in New Jersey, provides 
information on venture investments to the Venture Capital Tournal. No 
SDC data are provided in this report. My understanding is that the data are 
proprietary; they were still considering supplying information on Michigan 
investments at the time this paper was completed. A contact at SDC is Toby 
Walters (201-622-3100)7 
7 Summary data in the Venture Capital Tournal reports lower VC investment 
figures than reported by the Big 6 surveys. I was unable to fully establish the 
reasons for this difference. Toby Walters did mention that the Venture 
Capital Tournal deadline was in January of each year, hindering their ability to 
collect full information on the previous years' activity prior to publication. 
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